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Good afternoon, everyone. I'm M ike Co ff e y (Ph) ,

Managing Director of Investor Relations for SBC. On behalf

of our management team and everybody at SBC, welcome. It's

great to see such a good tu mall t today. I'm delighted all ofyou

could attend.

We have a very fast-paced agenda this afternoon with

presentations focused on our execution and the key opportunity

areas ahead for SBC. And of course at the end, we'll have time

for your questions.

Before we get started, let me cover a. couple of items. First, we

have support people here in the room as well as back there in

the lobby. If you need assistance with anything - phones,

messages, et cetera, please ask and we'll be happy to help you

out.

Second, let me cover our Safe Harbor statement. Information

set forth in this presentation contains financial estimates and

other forward-looking statements that are subject to risks and

uncertainties. A discussion offactors that may affect future results

are available with the Securities and Exchange Commission in

SBC's filings. SBC disclaims any obligation to update and revise

statement, included in this presentation based on new

information or otherwise.

At this point, it's my pleasure and my honor to tum the podium

over to SBC's Chairman and Chief Executive Officer, Ed

Whitacre. Ed?

Edward Whitacre - Chairman and cno -SBC Communications
Inc.

Thanks, M ike (Ph), and good afternoon, everyone and thanks

for coming today. We really appreciate it, and we appreciate

your interest in our company.

I think most of you got an umbrella from SBC. My advice is

don't open it because it's probably going to collapse, right? That's

a subdued and late laugh.

We do have a lot of good information to cover today with you

and we do have two hours to do it in, so let's get right to

business. For the first time in a long time, the light at the end

of the tunnel is looking to SBC more like daylight than an

oncoming train. That's the best analogy we could see is an

oncoming train. We obviously have wme challenges, but we

do have a lot ofpieces of our business coming together. We're

executing well and we have substantial opportunities ahead of

us including opportunities on the cost side. The executives with

us today will tell that story, and they will tell it in a convincing

manner. It is a good story.

Ray Wilkins, who heads up Marketing and Sales, is going to

cover our revenue initiatives and the consumer and business

market~ including the progress we're making in the enterprise

space. Ray, stand up and let everybody see who you are. John

Atterbury heads up our Wireline Operatiom - he's going to

update you on cost and service initiatives. And Stan Sigman

who heads up Cingular Wireless is going to cover the

out,tanding progress we've made in wireless this year, and he's

going to give you a look at Cingular's game plan going forward.

We also have our other top management folks here today, and

I'd like to introduce them and let them briefly stand so you can

visit with them if you have an opportunity. The President of

SBC, Bill Daley; our Chief Financial Officer, Randall

Stephenson; Jim Ellis, our General Coumel;John Stankey, our

Chief [nfonnation Officer who head~ up our [T Operations;

KarenJennings, who's in charge of Corporate Communications

and Human Resources; Forrest Miller, who runs Corporate

Planning; and M ike Vi 0 I a (Ph), the Treasurer ofSBC. All
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of us will be available if you want to talk at the end of the

meeting.

I think it's important to consider that tunnel I just mentioned.

The last two or three years have been the most challenging years

in our company's history. As you certainly know, competition

has increa,o;ed dramatically, and that's put a lot ofpressure on our

margins. Our long-distance arm was tied behind our back, and

that certainly hurt our ability to compete. We have some

regulatory policies that have really rocked the industry because

oflack ofclarity or slowness or j Llst plain old irrational. The soft

econom.y has hurt demand acrolis the board for SEC. And we've

had to deal with increased pension and medical cost, and they

put a lot of pressure on earnings.

Well, if that was the tunnel, I said there's some daylight ahead.

And here's the daylight we liee. We just launched long distance

in our last five states, and that covers nearly 20 million access

lines. It's a key element - long distance is - in improving our

access line trends as the reSL1lt~ in our other states show.

Completing our long distance approvals also opens the doors

for us to expand in the enterprise space and we're making good

progress on that front, and there's more to come on that front.

Cingular Wireless just turned in its best net add quarter in more

than two years, and they are ahead on conversions of the

network. We're also on track with our DISH alliance. It should

give our customer bundle another big boost, and we're going

to be ready to launch in the first quarter of2004.

So with that information as a backdrop, I'd like to make just a

few ba,o;ic point'i. First, SEC does have a clear and focused

strategy, and that strategy is working. We've built a market

strategy based on bundling, and it is generating positive result~.

We've aggressively ramped up growth in long distance and DSL,

and those are key component~ in the bundle. We've made a

conmutment to do more in term,o; of wi reline/wireless

integration. And we're determined to develop a tfllly integrated

video component at SBC for OUf customers. To drive growth

in bundles and strengthen our competitive position long-term,

we said we needed to be more aggressive on pricing. At the

sam.e time, we took steps to move Cingular to a strong,

sustainable growth track.

What you've seen in our result'i is that we've made good progress

in every one of these areas every quarter this year. We lead the

growth - we lead the group in growth of long distance. More

than five million lines added in the first three quarters this year.

We lead the group in DSL growth. In our long distance states,

our accelili line reliult'i have improved dramatically with three

straight quarters ofsignificant improvement. Bundled penetration

with our key products has doubled this year. Whatever mea,o;ure

you want to look at - growth, momentum, network, spectrum,

competitive profile, Cingular is in a much stronger position than

it was at the beginning ofthis year. And our sequential revenue

growth has im.proved three quarters in a row.

The second point I want to make is that SEC's execution level

is very high, and we certainly intend to keep it there. In DSL,

we have now delivered seven straight quarters of accelerated

growth. Every long dist,lIlce quarter we've delivered this year

has been the best of any RBOC. At Cingular, we've delivered

three straight quarterli with liublitantial improvement in

high-quality net adds. And where we have long di,o;tance, we've

moved the needle on access lines three quarters in a row.

Third, I want to empha,o;ize that we have substantial areas of

opportunity ahead of us. At the top of that list is the Midwest

long distance. We launched in Michigan, our first Midwest state,

about six weeks ago. And I'm pleased to report that LD sales in

Michigan are ahead of what we achieved over the same early

weeks in Califomia. Initial acce~s line re~ult~ over this period

are ;'Ibo on track with our early results in California. We

launched our last four Midwest states about three weeks ago.

Initial sales are extremely positive there, as well.

So, as an early st:ltus report, initial re~ults following our LD

launches in the Midwest are encouraging. [ expect to have good

news when we report result'i in]anuary, and I'm confident we

can look forward to solid progress in the Midwest over the next

several qualters.

In addition to our mass market opportunity, long distance

coverage completion also opem the door for us in ternL~ of

national data and enterprise business, and we are making a lot

of progress in this area. 0 ur IF backbone and our outer-region

networks are up and running. We've built a national sales

organization, and they've already completed a number of major

contract'i. And we have a host of internal initiatives underway

to add product'i and customer-care capabilities to support growth

in this high-end market.

We also have big opportunities in broadband. We're really just

getting started in this business, and we will expand our

broadband footprint to about HO% coverage in the first quarter.

We're on track to launch our SBC DISH video service in the

6 rst quarter, and that certainly is going to further strengthen our

bundle. Cingular Wireless is ahead of schedule on their GSM

conversion, and they've taken the initiative to significandy

improve their spectrum position. Both moves have built a wlid

foundation for sustained growth.
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So I would like to stress that we have a lot of opportunity at

SEC in long distance, DSL, DISH, Cingular, and in the

enterprise market, and we are moving forward in all these areas.

Let me add an important point. We also have substantial

opportunity on the cost side of our business, and we have a

number of initiatives underway to change our cost structure

while further enhancing customer service. We have a good,

solid record on cost management. Last year, operating expenses

in our wireline businesses were down more than $1.2 billion.

And through the first three quarters of this year, our wireline

expenses are down again. And that's in the fa.ce of marketing

initiatives and a huge hurdle from pension and retiree benefit

accounting changes.

We have a number of cost project~ underway throughout our

operations that can have a major impact on SBC long-term.

You can expect our focus and our execution on the cost side

to be every bit as intense as it is on the revenue side.

The final point I'd like to make is that while we execute the

key initiatives that will shape our future, our cash flow is solid

and we're committed to returning value to our owners. We

have taken cost out of the business. Our debt ratio is the best

in the group. Since the last - since the start onast year - excuse

me - since the start oflast year, we've cut net debt or debt net

of cash - excuse me - nearly in half to just over $13 billion. And

this year, we have returned more value to shareowners through

dividends. We had a five-cent increase in the regular dividend.

On top of that, over the past three quarters, we've declared 25

more cents in additional dividends. Our cash flow provides

ample room, and next month our Board will evaluate our policy

of returning value to the shareowners including the share

repurchase program and the dividend.

So if you'll let me sum it up, I am more optimistic about the

environment we're in than I've been in a long time, and I'm

more confident in our ability to execute on behalfofour owners.

With that, let me turn it over to Ray Wilkins, Oll[ Group

President for Marketing and Sales. I think you will be impressed

with what he has to say. Ray?

Rayford Wilkins - Grollp President - Marketin,1:; and Sales - SBC
Commrwications Inc.

Thank you, Ed. Good afternoon, everyone.

A~ Ed pointed out earlier, at SBC we're executing a clear and

focused strategy - one that really focuses on customer

relationships - keeping them, regaining them, and expanding

them. Inherent in this strategy is positioning SBC for the future

by placing emphasis on our growth products from broadband

to IP products to long-distance data, wireless, Wi-Fi, and

entertainment. And whether it's cotlSumer or business, it's all

about creating opportunities for relationships. And I'll expand

on that as we go through.

To begin our strategy overview, let's take a quick look at the

sequential trends of our "vireline revenue streams. OUt retail

revenue stream is evenly distributed between consumer and

business, which represent~ 74% of our total wireline revenues.

Wholesale represent~ about 20% of the total.

Looking at the last 12 months, we've placed a lot of emphasis

on improving our revenue streams, And when we look at the

sequenti:ll revenue this year, we see significant improvement in

consumer and more importantly in business. This has driven

positive growth for two of the last three quarters. During the

same period, our wholes:lle revenues have remained basically

flat. This really shows that our overall strategies are beginning

to drive the right type of momenrum, which allows us to begin

to grow revenues in the future.

I'm going to start today by reviewing our consumer strategies,

:lI)d then we're going to spend more time on the business

marketplace where there are huge opportunity for us and where

we're going to be very successful going forward.

A~ you know, we've experienced a highly competItive

environment over the past few years. In analyzing this

environment, we found that 72'Yo of our cllStomers who left us

were doing so for what they believed was a better offer.

Therefore, we really needed to execute a strategy that gave llS

a better position in the marketplace. We knew we had to capture

the customer's attention with compelling offers that really put

us on par with the competition.

This approach really reflect~ a conscious decision to reduce prices

today in order to retain our customers, and then build on those

relationships over their in-service life by implementing a

bundling strategy that positions us for the future rather thanjust

for today. At the same time, we increased our advertising and

developed expanded sales channels. All the while, we also

focused on delivering superior service to our customers.

Om result<; are proving right on track and particularly with a.ccess

lines and our g row t h (ph) product~. And as a result, we're
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seeing steadily and steady improvement in our revenue streams.

In the two regions where we've had long distance, we're seeing

significant improvement as a result ofour overall strategy. Access

line losses have improved for three straight quarters, and from

the second to the third quarter, our consumer line losses were

32% lower in the Southwest and 39% lower in the West where

we've been in long distance for only nine month.~.

This gives us a lot of optimism as we look to the Midwest. The

Midwest represented 64% of all of our wireline access line loss

in the third quarter largely because we couldn't offer long

distance as part of our bundle. Consistent with the reduction in

retail access line losses has been a significant reduction in resale

and UNEP lines in the West and Southwest. In fact, Southwest

has been negative on UNEP growth for two consecutive

quarters.

During the same period, our trends in the Midwest have

remained basically the same; however, as I'm going to point out

in just a minute, it represents a key opportunity as we really

enter long distance here. But first let's take a look at how we're

doing in consumer long distance.

We've added 4.1 million consumer lines in the first three quarters

of 2003 compared to 90(),000 in all of 2002. In L1ct, every

quarter this year, we've delivered the best combined consumer

and business long distance numbers of any RBOC, and our

second quarter was the best ever by a regional Bell.

A~ you look at our penetration rates, we've achieved 32% in the

consumer market in California injust nine months and 54% in

Southwest in just over three ye;Jrs. We believe that that same

kind of success can be repeated and even surpassed in the

Midwest. Here's a look at the LD adoption rates in the five

Southwest states and in California.. And as you see, we do

extremely well in the first few months after launch. And we're

not slowing down right now on the adoption rates in any of

our states.

Our trends continue to be very strong, and we're seeing very

good upward momentum across the board. That's why we're

being very aggressive in our Midwest launch, and I'm pleased

to tell you, as Ed pointed out earlier, that in Michigan where

we've been selling long distance since September 21, we're off

to a faster start than California or any of our Southwest states.

The future is looking really, really bright there.

Our su ccess in long distance has aim driven increased average

revenue per L1ser. In fact, in our long distance regions, we've

increased ARPU by 6.2%. And the Midwest really has remained

flat. As we enter long distance in the Midwest, we have a

tremendous opportunity to increase ARPU and to win back

the customers we've lmt. Here's the opportunity we see.

If we reduce the current 22% UNEP number in the Midwest

to 13'X) where we currently are in our other regions, we have

an opportunity to generate $550-$650 million in incremental

revenue as a result of increased access line win-back and

increased ARPU. Our job now is to execute on that strategy,

and as I said earlier, we're doing just that in the Midwest.

Another key position for SBC is to become the broadband

leader. As you know, we've put a lot of emphasis on becoming

the country's broadband leader. And while we are clearly the

largest DSL provider, we believe that within our footprint, we

are at parody with cable modem. Our numbers tell the story.

We've had seven consecutive quarters of accelerated growth

resulting in 10% penetration oflocations pas sed (ph) overall,

and California is at 13% penetration. And we're continuing to

increase availability, moving to RO% of homes and businesses

broadband capable by the fi rst quarter of 2004.

But there's more to the story because broadband has multiple

impact,. First, DSL is highly retentive. It lowers access line chum

and increases AR PU. It positions us to compete in voice-over

IP as that technology develops, and it gives us the opportunity

to leverage our relationship with Yahoo! to drive increased

ARPU through premium services like gaming and personal

COI1Ullunication portals.

At the saine time, our approach positions us to continue to

broaden our relationships with our customers while meeting

their technology needs of today and positioning ourselves for

the future. Today our users typically get download speed~ of

about 1.5 megabits per second, which accommodates almost all

of the download speeds of current applications and servers.

But we also have the ability to offer four to six megabit, to about

50% of the locations pas sed (ph) today. The bottom line is

that we have the ability to meet futll[e requirements for

applications at increased speed when the need arises. So let's

look at how we bring all of this together.

The key, ofcourse, to Oll[ strategy is to bundle. And we adopted

the mantra, "Nobody beat~ our bundles." These chart~ tell the

story - 6K% ofall of our customers held some fonn of a bundle.

At the same time, we've increased the percen1:<lge of Cllstolll.ers

who haven't bundled that include a key growth driver such as

DSL or long distance from 19'){\ in the fourth quarter of 2002

to 36'X, in the third quarter of this year. These bundles aho
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include Cingubr Wireless, and as Stan Sigman is going to point

out a little bit later, it's a key differentiator, and we are now one

of Cingular's largest channels. In f.lct, we're secondly - second

only to Cingular stores.

But we're not through yet. Our next step is to add

entertainment. Our plan is to integrate video in the first quarter

of2004 as we add SBC D1SH. Our agreement gives us pricing

flexibility, and more importantly, we'll manage the customer

relationship. We'll also gain additional market advantage by

enabling interactivity through ajoint DSL video set-top box.

Let me quickly update you on our progress. We've set the price,

our sales plans are in place, billing and ordering requirements

are complete, project~ with due dates over the next 60-90 days

are on schedule, and we're set to launch in the first quarter of

next year.

Finally, one question I always get asked about bundles is, "Does

it really pay offi" Well, the answer is, "Absolutely." As you add

additional product~ to the bundle, the impact on retention is

enomlOUS. Long distance alone reduces the rate of churn by 9'X"

DSL lowers the chum by 61%, and put the two together and

you've cut churn by 73'Xl.

This is the futLlfe of telecom. And we believe that we're

positioned with the broadest portfolio in the marketplace, and

we've planned to be a significant player in the future. Let me

wrap up the consumer initiatives by reminding you that our

approach really ref1ect~ a conscious decision to take some Ilhlrgin

concession today in order to retain our customers and thell build

on those relationships over their in-service life.

Now let's take a look at business. The business marketplace really

represent~ a key opportunity to SBC for a variety of reasons.

First, the total opportunity here is $140 billion of which our

share is only about 10%. But our current market share has been

greatly influenced by oUr inability to fully compete due to

regulatory restrictions. Now that we are no longer constrained,

our strategy is to compete aggressively in every business segment.

So let's look at how we plan to execute on this strategy. First,

small business - small business is an $11 billion opportu nity, and

we currently have about 32% market share. I've broken that

revenue down by product, and as you can see, the biggest

opportunities are in wireless and long distance. But [ really

believe the most significant item on this chart is our 6B% market

share oflocal voice because it really point, to existing customer

relationships which is a tremendous market advantage for us as

we go after long distance voice and data.

Our strategy is to build on existing relationships by offering a

wide variety of services and product~ that can easily be

customized into bundles according to the customers' need,.

We've tailored many of our products to small business like our

new Yahoo! Business Edition Portal and Business Unlimited

which provides unlimited local and LD calling for under $60 a

month. We also provide integrated access service which allows

small and medium business customers to put all of their services

on a converged network. And we're stimulating the market with

ads really directed at small businesses to eumre they understand

that we have the best offers in the marketplace.

We're also expanding our sales coverage by assigning sales reps

to more than half-a-million small business customers, giving us

more frequent conta.ct and giving them a single inroad into SBC

for all oftheir needs. And that includes face-to-face consultative

sales if appropriate. The result of all of this is a 50% increase in

long distance penetration rates from the first quarter ofthis year

to the third quarter. DSL sales have climbed every single quarter

and win-back rates in the small business segment have increased

from 44% in the first quarter to 57% in the third quarter.

Now let's take a quick look at medium business. Again, our

existing relationships give us an advantage. We have a dominant

share of local voice, but the upside in long dist.1nce, wireless,

and in the medium business market paTticularly, managed

services. We're doing a lot of captLIre that opportunity. Our

approach here is a three-pronged approach. First, compelling

offers on strategically significant product~, which give us a strong

foothold with the customer, and then we add advanced services

that give us a point of differentiation.

Finally, we are matching our portfolio with increased sales

coverage. We're using comprehensive customer segmentation

studies to approach each customer with recommendations

specific to their industry. As for result" our growth rates in

medium business br exceed the nurket norms in im.portant areas

like frame relay and dedicated Internet access. And our orders

on managed services aTe up 21% from the first quarter to the

third quarter of this year.

Now let's take a quick look at several key vertical market~. The

key vertical markets for SBC are government, education, and

medical because they are basically regional in nature. These

segments have tendency to outsource to equipment

manufacturers and systems integrators fOf their network

integration and C P E (Ph) needs. However, we see this as a

key growth opportunity for SBC especially as we aggressively

go after managed services because of our existing local voice

relationships .
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Our strategy here is to deliver customized and specialized

solutiom, many of which are driven by current event~ such as

the need for improved security due to the threats on their

network. One exanlple of OUr recent success in the GEM space

is a $210 million sL'C-year contract that we signed with the State

of Michigan to manage all of the State's telecommunications

network. And earlier this year, we were recognized by the

industry analysts, Frost & Sullivan, for our innovative solutions

to healthcare issues.

Now let's talk about enterprise. The fact is, when it comes to

opportunity, large hUf>inef>f> if> the most exciting f>egment to SBC.

Here you see our end-of-the-year share for f>everal key service

areas compared with the total U.s. market. We have a dominant

share in local voice, and that meam that for years we've had a

long-teml relationship with many of these businef>f>ef>. In (lct,

244 of the Fortune 500 are headquartered in our footprint.

We have strong local relationships, and we really know how to

treat the nation'f> top-tier companies. Our inability to otTer long

distance has really prevented us from serving these customers

beyond theirlocal needs. But with the regulatory relief and the

capabilities that we've built in recent years, we can now grow

these relationships and pursue additional enterprise business.

N ow let's take a quick look at the portion of this business that

we're really going after. We believe the $34 billion opportunity

on this slide is a realistic target for SBC to pursue. It represents

the opportunity with only those companies that have a m;uority

of their locatiom within our footprint or within the 30 cities

where we are implementing our out-of-region strategy.

Now that's not to say that we won't be pursuing other

opportunities. But it does say that this is really a sweet spot for

SBC and ref1ect~ our capabilities and infrastructure today.

Because of the many existing relatiomhips we have with large

businesses, we understand what drives their telecom spending

decisions. First, they're doing m.ore with lef>s, so there is the

profitability driver. Next, they have to be prepared for the worse,

so bUf>iness continuity, disaster recovery, and security are key

drivers. And finally, improving communication capabilities with

partners, suppliers, and customers - the relationship driver is

huge.

At the same time, there are important industry trends that are

driving the marketplace. One of the most significant is

conversions. When you talk to CIOs ofmajor companies today,

one of the first things they mention would be IP selvices and

their need to really converge their voice and data networks.

Convergence is ideal for several reasons, primarily because it

allows enterprise businesses to put their long distance voice on

a data network and reduce their overall cost. SBC is in a great

position because we have every incentive to help customers

make the leap. And what's more, we're once again expanding

on existing relationships.

Other trends in the market include an ever-increasing need for

bandwidth, new and efficient tooh, and the need for quality and

reliability. At the same time, resources are stretched, both human

and capital resources, so these companies are looking to minimize

upfront cost~ and are increasingly turning to camps like SBC to

deliver advanced services on a management basis. The good

news is, managed services really fit~ one of our key streSf>es: the

experience and expertise of our people. We have the most

talented and prudential team of profes.~ionah anywhere. We

have 4,300 holding advance data certification. We al~o have

industry leading partners like Cisco, IBM, EDS, and HP and

we support all of this with the industry's most accomplished and

respected applied research organization, SBC Labs. At the same

time, we've also expanded our global account~ org from 400 to

2,000 account~. We've added sales people and support personnel

to deli ver the level of service enterprise cus tomers require, but

we don't stop there. We have in place today, a powerful data

and IT backbone that work to connect our in-region to our

out~of-regjonfacility. Our ATM and frame-relay backbone and

our Layer-3 IT network are now operational and they are

carrying customer traffic as we speak. We have a national

presence.

Now let's take a look at what we're delivering over those

networks. Here's a quick look at our portfolio. Keep in mind

that from a service delivery standpoint, we believe that

long-distance is really the easiest part. The tough part is

providing powetful and reliable service at the 10calleve1, and

that's been our stress for a number ofyears. 0 ur transport options

go from DS 1 all the way to multi-service optical networks

on 1 i n e (ph) which can scale up to 160 gigabit~/second and

more. And we now provide any and all of our services on a

managed basis.

Here's a short list of what we provide today. I will emphasize

that we're delivering a wide range of IP service options,

including the hosted IP communications services that's on

demonstratioll outside. We have powerful, reliable webhosting

solutions. We have ofl:'site storage area networks, and we can

deliver almost any service through our state~of-the-artinternet

data centers. Also, this portfolio stacks up well with anyone in

the industry today. Our final area focus as we evolve to the best,

to serve enterprise CLlHOlnen;, is to make it easier tor cLlstOlners

to do business with us. A~ you know, enterprise customers
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absolutely require things like billing flexibility, single contract~,

customer service, and a single-minimum annual revenue

commitment. They won't outmurce a single piece of their

business to a company that can't deliver all the things you see

here. And SBC can deliver them all. And we deliver them today.

The bottom line in enterprise is, we have what it takes and we're

here to stay.

Let me wrap up with a couple of recent examples ofhow we're

delivering national products, including voice and data services

in and out of region, to customers with national needs today.

These examples include major financial, indu!\trial, and retail

companies. Fint, we recently closed a $350 million, 5 year

contract for a nationwide frame-relay network that encompasses

4,000 !\ites and 11,000 routers. Another example: a $9 million,

3 year contract, with a company headquartered out-of-region

but with a significant presence in-region. It requires a 5HO site

frame relay network. Two more: a $10 million, 3 year contract

with a company with 6 location.~ in 6 states, 5 of those states

though are out of our region. The contract includes a 221 sites

frame-relay network plus we consolidated 100 individual

agreement~ into a single contract. And finally, we closed a $10

million contract which includes a 104 site frame-relay network

with V S 3 (Ph) connectivity. [n addition, we signed wi this

company a separate $1 Hmil contract for voice services. A~ [ SJid,

we're moving aggressively up-market, and you can expect to

see more successes like these in the months ahead.

I know we're about out of time, but I want to summarize by

reminding you that in consumer, our strategy is the right one.

It's customer value and relationships that deliver increased

long-teml revenue. We have momentum and it will continue.

In business, we have up-side opportunity in every business

segment. And we're leveraging our existing relationships and

recent regulatory freedoms to win in all segments, particularly

up-market. And we intend to be a major player in every business

segment for a long time to come. SBC's future is very bright,

no one's momentum is stronger and in the coming quarters and

yean, you're going to see the momentum that we talked about

today translate into growing revenue and earning.

Now I'd like to introduce John Atterbury, who will discuss our

key cost initiatives and some of the great things that we're doing

to better serve our customers. So John?

John Atterbury III - Group President·· Operacions - SBC

Thank you, Ray. Good afternoon. I'd like to spend the next

few minutes talking about how SBC is delivering great service

to our customers and at the same time, reducing our cost. You

just heard Ray cover all the exciting initiatives we have on the

ready in our sales and marketing groups. Once Ray's group sells

a product, it's up to the wid eli n e (ph) organization to deliver

them. And we take that job very seriously because exceeding

our customer expectations is key to retention and growth. And

we're doing very well. We have solid customer service metcics

that continue to get even better.

Today, we consistently meet or exceed our due date

commitment~ for new voice-line installations and our repair

times are declining, and that's a. good thing. The same hold~ true

for our installations only data. site. Our big data pipes are virtually

always installed on time, and the rare cases when these lines are

down, we cut our repair intervals by 30'V.l. DSL is another area

where we make really significant progress. Now, virtually all of

our customers are getting their DSL installed on time, in five

business days, down from ten business days in 2001. And that's

especially strong when you realize that daily, order volumes

have doubled over the same time period and our repair times

have been Cllt in half.

While our intenul metrics are strong, what really matters of

course is what the customer thinks. The top line on this chart

in blue shows the grades they give us continue to trend upward,

and we plan on maintaining that momentum. Along with a cost

initiative that I will talk about later, we've launched an important

compJny wide service initiative to make our service even better.

It covers everything from service rep training, to important

billing enhancement~ to better communication on no fieldwork

orders.

The really good news here is we are improving service and

productivity a.t the same time. For example, the orange line

shows the average number ofsuccessful jobs completed by our

field technicians in an B hour shift. You can see that we have

steady progress. Now that's a brieflook at our service, let me

just re-emphasize that we Jre focused on delivering excellent

customer service. We've invested time, talent, and sufficient

resources in taking care of our customers. That's our heritage,

that's our commitment, and it continues today.

Now let's talk about cost. Since most of our cost~ are in the

wid eli II e (Ph) business, that's where we focused most ofour

energies, Jnd that's where I will focus my remarks. Year to date,

cash operating expenses have totaled $24 billion for SBC, 75%
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of those are in the wireline. A~ Ed mentioned, SBC has a very

solid track record when it comes to driving cost~ out of the

business. It's been a constant focus for us, ever since the

Pac - Tel (ph) merger. Last year, the top line began to change

quickly. The economy was weak, the competition was

inten~ifying, and we were affected by the bankruptcies that were

mounting across the industry. A~ a result, we focused our

attention on driving out more cost~ of the business.

We developed basically a two part strategy. First we focused on

off-setting the immediate pressure on the top line; we became

very aggressive on our short term cost reduction project. We

call this "the low hanging fruit." Second, we continued to attack

the longer teml cost structure and we focused our attention on

reinventing and rebuilding our processes, our business fUllctions

and our technology platforms.

First, let's look at what we did to oiliet revenue pressures in the

short teml. Over the last year, we've t.lken nearly $1 billion out

of operations and support cost. We accomplished this while we

were still investing in the business. For example, advertising in

the wireline business has grown 77% year-over-year and we

beefed up both ofour market and sales forces. These etfort~ have

focused on aggressively penetrating services, like LO and OSL.

Which though they require less capital expenditure, the have

lower margim than our traditional voice services. We've oEEet

a lot of this initial expeme by reducing our operations and

support groups. In fact, we've reduced the wireline force by

28,000 employees over the last two years by aggressively

matching force and load and productivity improvement~.Going

forward, forced reductiom will accelerate from recent levels

primarily through attrition. We've also seen reductions in bad

debt; it's down 41% with a large percent of it being driven by

the WorldCom bankruptcy earlier in 2002.

Finally, we've attacked the non-wage related expense and you

can see some of these result~ 011 the next slide. We reduced

consultant and contractor services by nearly $250 million over

the last year. We were able to save nearly another $190 milli on

by reducing travel, laptops, cell phones, right-to-use fees, and

energy cost~. We've been almost f.'matical aboll t these short-tenn

initiatives. Even a. seemingly minor change like using recycled

toner cartridges and printers rather than new have saved us a lot

of money. Our employees have done a super job of being

resourceful and contributing in both big ways and small ways.

The short term effort~ are import.lnt, bur obviously, we need

to dig a lot deeper. We must have a cost structure tlldt yields far

more operating efficiency. So across the entire wireline

organization, we're standardizing technology to simplify

operation);. We're consolidating centers; we're eliminating

regional barriers and migrating to standards as platforms across

the nation. We're also developing new functionalities and

enhancing tolls to become more productive and efficient. We're

automating and mechanizing processes to optimize workflows

and we're shedding cost~ to [ V R (Ph) and to the web.

We're working on literally hundreds of project~, and the next

few minutes, [want to cover a handful of them with you. First,

our call centers. We told you we were pursuing call center

efficiency and now that it's starting to really kick in. Our call

centers are a big opportunity for us for two reasom. First, their

sheer size present real scale opportunities. Second, call centers

represent a key customer touch point. In fact, our centers handle

more than 200 million customer calls annually, and that's both

inbmmd and outbound. So fine-tuning our processes can deliver

big service guality and cost benefits.

Here's what we're dong. We're moving to state-of-the-art

systems company-wide. For example, we're developing a fully

integrated desktop that will improve our customer rest efficiency

by giving them every piece of customer information they need

in one database. We're also standardizing technologies and

processes in turn, reducing training time and support costs and

will improve by automating tllllctions. For example, we begin

to incorporate cutting edge speech recognition technology. This

will help direct calls to the rep who can best handle the

customer. Finally we will consolidate. Right now, we have 200

centers spread across the country, they vary greatly in size and

there's a lot ofduplication. So we will be eliminating nearly 113

of these locations. And this will reduce the amount of new

technology we have to invest. The payoff of these etfort~ is

significant. It will shed millions of call~, make customers happy,

improve efficiency and also generate additional revenue. The

first state primarily involves our consumer calls centers but some

of our business and credit and collections.

In addition to the sales calls centers, we're aho focused on our

network service operation centers. Our network service

operations consolidation project is our bigge);t single project.

Right now, we have about 500 network centers, down from

600 about IH months ago. And these are the centers that dispatch

our installation and repair techs as well as handle the design,

construction, and surveillance of our network. We have these

centers across our 13 states, they vary in size from 10 people to

hundreds ofpeople, and currently, they are not uniform. That's

what we're changing. Our goal is to make all of our centers

consistent, to look and operated the same way regardless of

location. At the same time, we want to get rid of overlap and

redundancies. One critical part of this involves transitioning
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over to a single suite ofoperational support system.~. Ultimately,

we'll be able to substantially reduce the number of centers even

more than we have today.

So let's look at a few examples of center consolidation. First our

customer service bureaus. These are the centers that handle our

consumer and small and medium business repair and lIuintenance

calk These centers are still organized regionally, with each

region using their own legacy systems hand processes. The

regional approach has worked well in the past, but now it makes

sense to migrate to a national platform. So we're establishing

nationwide network cmtomer service bureaus. This will allow

us to standardize operations, reduce the number of customer

service sites, save millions of dollars and improve customer

service. We've already reduced the number ofsites by 40'1.) since

2002 and we'll connect the nine remaining centers by

implementing one conllnon trouble entry system and

implementing a standard~ customer interface. This will give us

the capability to share workloads across time zones and

geographies in instances where we need to m;mage peak time

call~ and weather-related volumes. And we'll have the

redundancy we need in the event a center becomes inoperable

due to a disaster or even a power failure. The national service

bureau will be in place next year. By the way, we are

approaching this project real carefully. Our goal was to avoid

building new buildings while minimizing severance cost.~ and

we are accomplishing that.

Now, let's look at our electronic switching administration centers

(or ESACs). These facilities are responsible for the highest level

of technical support within our regions. They perfonn

emergency recovery and oLltage restoration, handle the testing

and analysis when there's been a critical service interruption and

they ensure the integrity of the network software. Until now,

each of our regions has managed by using their own technical

expertise to maintain every regional system. So here, we're Jlso

moving to a national platfonn. We're eliminating the overlapping

regional expertise and we will share the knowledge across the

enterprise. We are also reducing our reliance on vendors and

transferring this knowledge in house. By managing this

nationally, using our own employees, we can tap into the very

best technical expertise across the enterprise. We expect this to

both improve reliability and reduce cost~. I've given you three

examples of what we're doing in our centers. Now let's take a

look at some of the things we're doing with our new efficiency

tools and technologies.

Our outside plan engineering team needs ready access to

thousands of pole 111 a p s (ph) , cable records, cable and pair

information, distribution area maps and conduit records. As you

might guess, this is a very time-comuming process with a high

risk of error.

So we're converting all out out~idepbnt records from paper to

Pc. When designing circuits, for example, engineers used to

have to calculate cable footage and determine resistance loss for

each segment of the cable. Now, they simply enter the cable

and pair infomution and the system provides the data.

Aho, manually updating cable records used to take three to four

hours. Now, it takes three to four minutes because one simple

entry ripples through the system. updating all our record~. This

system provides efficiencies and reduces errors and that improves

service by shortening intervals and SJves us money.

We're also employing new software and technology that will

leverage our existing CPS technology so we can better manage

our field technician dispatches. Our current dispatch system

assigns technicians as they become available to the next priority

job in a large service area but it looks at a service area. It doesn't,

for example, look at which technician is closest to the j Db bJsed

on the current location, travel route and traffic patterm and it

doesn't t:.'lke into account the skill set~ of that employee.

This new system creates the most efficient dispatches possible

by analyzing all these £1ctors. This will enable us to refer the

highest priority work to the closest technician who is best

qualified. This will reduce travel time, particularly in brge cities

like L.A., San Francisco, Chicago and Dallas and boost

productivity because it makes sure that we're using the best

talent we have to handle those jobs. Annually, this equates to

30 million miles and 750,000 hours saved. Our first office

application is in the southwest region. This month and we'll

implement this system fully in all our enterprise next year.

The next project I want to show you involves enhancing the

tools we use to manage our 3200 central offices across the

country. This management dashboard you see provides a single

source for our managers to obtain key information regarding

workload, force, alarms Jnd a lot of other data.

[t is a quantum leap, trust me, from what we had before. A

manager C<1Il now look at this chart and see the workload for a

specific workgroup or an individual whether it's a DS3 circuit

that needs to be installed, provide basic dial-tone provision on

a DSL order or perform rou tine central office maintenance and

the other good thing is all levels of management have access to

this dat:.l which improves accountability.
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It's al'iO presented in a user-friendly web fonnat. And before a

central office technician repairs, tests or install'i a piece of

equipment, he can pull up a detailed - he or she can pull up

detailed instructions on what they need to exactly do. So

whether it's performing maintenance on a 557 unit or imtalling

a card in a . This may seem pretty basic to you but we believe

this is going to be a major timesaver.

It will help manage our force a lot more efficiently. It will allow

us to increase our spans of controh within our central offices

and our network operations centers and it will improve job

accuracy and improve quality of service.

All these project'i are about driving efficiency every way we can.

It's about saving money and making it easier for customers to

do business with us. It's about driving world-class excellence

across our enterprise.

Internally we talk about this in tenns of best in class. The idea

is to recognize each wireline group that achieves the best metric

in any given area then we hold that metric up as the new

standard that all the other work groups have got to meet. Once

they rise to that level, they we raise the bar. So we have

continuous improvement across the enterprise.

Even a modest improvement in these metrics leads to

tremendous expeme savings. For example, a 3% improvement

in our POTS productivity can save us $40 million anrulally and

I guarantee yOll we're planning to drive it up a lot more than

3%.

All this helps the programs that I previously talked about. We

see $550 million in cost savings opportunity through our best

in class approach. Collectively, these longer term productivity

improvement'i will save us more than $1.3 billion in annual

capital and expense by 200t.. I want to emphasize that these

numbers reflect our productivity savings only, not any additional

savings we'd realize by matching force to load ifload continues

to drop.

Of course, we have our sight'i set on even more savings in the

years to come. And that's because cost control for us is not a

one-shot dedI but it's a continuous process from here on out.

We have made good progress so far but it's not nearly enough

and we know that and there's going to be more to come. All of

the new growth opportunities Ray described require lim.ited

cap ex but they will drive up expense. So we have to do

everything we can to drive down those cost'i to help preserve

our margin:>. and compete in thi:>. marketplace. It's e:>.pecially

important for our DSL and LD product'i.

So that's a brieflook at what we're doing to manage expense at

SPC. We've done a lot so £1r but in many ways, we're just

getting started. I've just hit a few of the highlight'i today but,

trust me, the scope ofthis is broad and deep. It's no exaggeration

to say that we're essentially reinventing our company around

the new reality of our industry,

We're throwing out old assumptions, old paradignL'i and old

ways of doing business. We're asking ourselves, what kind of

cost structure are we going to need to compete in the years

ahead. We know we don't have that cost structure yet but we're

well on our way and we are going to get there and the exciting

part is, is that the payoff is huge.

Thank you very much. Now, I would like to introduce our

good friend Stan SignulIl who'll update you on Cingular.

Stan Sigmun - President and CEO - Cin,r;Hlar Wireless

Thank you, ] ohn and good afternoon to all ofyou, again.

I'm pleased to be here to speak about Cingular, about its

operations and about it~ opportunities. I hope most ofyou know

by now, [1m encouraged by the traction we're getting with

operations and I'm very optimistic about the opportunities in

front of us.

We have the assets, the scale, the financial strength plus the

advantage of our bloodline back to SBC and Bell South, all of

this is an opportunity that many companies don't enjoy. We

have made progress in most aspect'i of our business over the last

year. We turned Cingular into a good business. We're :>.till not

right. [ know that; but [ guarantee you that we will execute

relentless until we get there and we will.

At Cingu1ar, we're focusing on four key objectives. First,

maximizing long-term growth and profit. We are delivering in

the market today while positioning Cingular for the future.

Second, our GSM conversion. This bring new opportunities,

efficiencies and benefit'i so we're moving quickly and we're

moving well.

Third, our integration with wi reline. We can't overstate the

importance of integration of Cingular, SBC and Bell South.

This is an opportunity we will pursue aggressively and fourth,

another opportunity. Yes, wireless number portability. I'm sure

you want to know our expectations around this, our plans and

wonder whether we can sustain our growth going forward with

this issue in front of us.
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Well, let's briefly review what has been accomplished before

we talk about where Cingular's going. When I arrived at

Cingular about a year ago now, I saw more promise than

performance. My priority has been to get the company growing

again, quickly and profit.'lbly.

The first step we took was to put leadership focus back in the

local markets. To let those that were closest to the customers

and the customers' i,sues make the customer impacting decisions.

We put sales, marketing and P&L responsibility and

accountability back in the local markets and the result, were

pretty impressive and immediate.

Our second focus was inlprove our marketing message. We

needed something our customers could get their anns around,

that goes to our "Cingular fit, you best". A tag line that nl.... tches

our inteme focus on the needs of each customer.

The third change was to capitalize on our relationship with SBC

and Bell South. Initially, there was no brand association with

trust, stability and service quality that's inherent with the wireline

brand. Cingular added this tie in to it<; advertising and as you've

seen in our numbers, it is making a difference.

Gross adds have grown for the fourth consecutive quarter and

reached nearly 2.7 million last quarter, our best quarter ever.

Up 21 % from the second quarter. Looking at gross adds share

over the last four quarters, Cingular's results are clearly from

solid market performance not just riding industry growth.

Our 21% flow share of gross adds during the quarter represents

three quarters of continued improvement,. Moving Cingular

from a distant fifth to a solid second place in less than a year.

We have reestablished Cingular in the marketplace. We have

solid momentum and we are moving towards best in class.

Our winning in the marketplace is pardy driven by our extensive

retail distribution, H6,000 strong. These channels are performing

well but another channel, the wireline channel, gives us a

long-term competitive advant.1ge. A key - a big key to our

recent subscriber growth has been the wireline distribution

channel mostly from SBC.

The massive wireline sales channel are second only to Cingular's

own direct channels and their ability to sell and the acquisition

cost associated to this channel are among the very best. Third

quarter gross sales by this channel, the wireline, totaled 295,000

or 14% of total Cingular sales and most of these sales were

bundled with wireline services on a single bill.

Our regained focus shows in the numbers. The 745,000 net

adds for the third quarter was the highest since the first quarter

of'01 and 92% ofour net adds were contract services, post-paid;

that's 6H7,000 contract customers, a Cingular best.

We've done all of this despite the ['lct that we were deeply

involved in a. GSM overlay. Revenues of84 billion in the quarter

were up 4.4% sequentially but as you saw and know, our margin<;

were under pressme and customer chum is too high. The current

margins and churn rates are unacceptable. We know that.

We know what is caming this and we know what we need to

do. It won't be fixed overnight, but it will be fixed. Customers

basically their service subscribers based on network performance,

customer service or price. Cingular is working aggressively to

reduce the churn and improve the margins. We're committed

to break out of the pack and close the gap on the best in class

for growth, churn and margins.

To move these metrics, we have to improve the customer

experience. We recently identified 14 key initiatives that are

impacting opportunities for us at Cingular. These initiatives are

designed to improve our customer experience from the day the

customer begins thinking about buying wireless until the day

they are a long-term customer for Cingular.

It is simplitYing processes to drive long-term benefit<; for both

the customer and for CingulaI'. The renllt~will be more satisfied

customers with fewer reasons to callus about issues, fewer issues

to address around service, billing, payment and so forth.

Cingular will benefit from this with lower chum, lower costs

and higher margins. We have short sayings at Cingular. One is,

"what get, measures gets managed and what get, focused gets

fixed". This issue is being focused on and it will be fixed.

To succeed in a competitive flied like we're in, we must have

a fundamental strong foundation to build from. Our network

footprint is that foundation. It is extensive with 263 million

POTS and 23 million mbscribers. To further enhance our

network, Cingular's at,'Teed to acquire spectrum from Next Wave

covering over H3 million POTS for 81.4 billion and should close

in early '04.

This spectrum IS heavily weighted in major markets where

CingulaI' already operates, this expands the depth and reach of

our networks and our average spectrum in the top 100 markets

increases from 30 to over 34 MHz. We will see some immediate

benefit<; from this spectrum that'll serve m. better in long-term

growth.
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Additionally, we've been actively acqumng and swapping

spectrum from other carriers. Recent deal~ include locations in

Texas, Florida, Maryland, Louisiana and Arkansas. Achieving a

nationwide GSM footprint is essential for our future. GSM

provides us with the most advanced application, handset~,

economies ofscales, data voice capacity, a quick path to higher

data speeds and enhanced international roanling.

These are two - there are two part~ of our GSM effort. The fiTht

is to transition our own network to GSM. Cingular's GSM

overlay is ahead ofschedule as Mr. Whitacre mentioned. We've

converted 92% ofour covered POTS, indu ding all of OLl[ major

market~ and the remaining areas to be converted, shown here

in the blue, will be done next year.

This transition is complex but OLl[ overlay approach has been

smart. We know GSM, we understand the technology and we

know what it takes to do it right. Feedback from these customers

that we've converted has been good. With GSM we're now

beginning to enjoy the unprecedented new products, the

efficiencies and the customer experience we expected.

The second part of the GSM conveThion is an effort to ensure

nationwide GSM coverage either through our network, joint

ventures, or through roanting partners. We have been working

aggressively with other carriers to get this done. 3D new U.S.

GSM roaming agreement~have been signed since the 1st of the

year. Even more impressive is that these agreements allow us to

roam at half the rate of the traditional TDMA rates.

By the end of the year, the GSM networks ofCingular and our

roanting partners will cover nearly 90% of the entire U.S.

population and increasing to almost 94% by the end of'D4. Most

importantly is that we provide roaming - or network services

where our customers use their minutes. By the end of this year,

we'll have GSM service available where 93% of our customers

use their minutes today and increasing that to 99'1\1 by the end

of next year.

When you add all of this together, you're looking at a national

carrier with a strong local focus. Combining Cingular's extensive

network with the footprint of the wireline asset~ creates J

far-reaching asset base to launch new integrated services.

RO% of Cingular's 23 million subscribers reside where SBC or

Bell South offer wireline services and the vast majority of their

79 million access lines a.re within Cingular's service area. This

represent~ significant opportunity particularly when you look

to number portability.

And we're ready for number portability. We have been retaining

our best customeTh, increasing our customers under contract to

over 70% with the majority on two-year contract~. Handset

upgrades have been instrumental in attracting many customers

to new contract~ with 9% of our base upgrading to GSM

hand~et~ in the last quarter.

And, as we have said, we are nearly complete with our GSM

overlay. The GSM handset~ are driving customers into our

stores. Store traffic is up 40% in some of our most recendy

converted market~. The benefits to Cingular with this is more

thanjust getting cllstomeTh on new contract~but it helps migrate

our customers to our new network. We now have 40%

subscribers on GSM handset~, up from 35% just six weeks ago.

We IlJve signed portability agreeJllent~ with all other major

carriers. Operationally, we have upgraded our systenL~ to port

cu~tomers and our portability call center is ready to go. And, JS

Ray mentioned, we are under-penetrated in the business market

which represent~ less than 10% of our customers.

This is an opportunity we plan to exploit with number

portability. The really big opportunity will corne with products

and services that give the customers the benefit ofboth wireless

and wireline. The mobility of wireless and the security,

convenience and reliability of wire1ine.

Customers want both and we believe we have the companies ­

we believe that we are the company that gets this basic point

and we can give the customers the benefit of a single number

and we already are doing that with our fast forward service and

we C;ln win with this in a big way; that's where we're focused.

Most of the early conventional wisdom seenL~ to think about

number portability that it's an either or term but the fact is, from

the customer's point of view, it's not a technology decision. It's

about value and benefits. We believe the customer will move

beyond either or to a both and concept where they get the value

of integrated wireless and wireline with a unified set of features.

They get extra reliability, they also get access to DSL

We've already taken huge steps in this direction and we have a

lot of potential in front of us. It won't be long before the

customers not only have the ability to integrate wireline and

wireless product~, but they'll expect it and with the largest

wireless wireline overlap, Cingubr, along with SBC and Bell

South, bring a value proposition that it'll be difficult if not

impossible for most to meet.

------------------------------------------------------------r--------'------------------------I-------------------------------------------------------.-:::;:::;:::::::::~~:
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We started this integration process with the single bill. Then

we added your combined wirdine, wireless voice mailbox.

Recently we added the PC to wireless messaging capability. We

just broadly launched our fast forward product and sales are

approach a thousand a day. In the near future, SBC will be

launching unified communications which allows for integrated

messaging, e-mail, wireless and wireline voicemail.

Weare a1m working on the integrated Wi-Fi solution allowing

customers to enjoy a seamless broadband experience between

home or office. SBC's freedom link Wi-Fi hot spot~ and

Cingular edge network. We believe these kind of efforts are a

competitive advantage and we intend to exploit them on an

accelerated basis. And the integrated product portfolio that

positions us to win in near term opportunity, wireless number

portability is an opportunity.

Cingular is a much - is in a much different place than it was 12

months ago. We have made progress. The intensity and speed

in which management has grasped this is gratifYing and, as you

can see from all this progress, Cingular is a much more

productive asset for it'; owners. A much more valuable asset. It

is stronger operationally and it is better positioned for the future,

Going forward, we will continue to invest in our networks. We

continue to improve the cllStomer experience. We will exploit

new products and market opportunities and will differentiate

through integration with wireline.

At Cingular, we know our strengths, our opportunities and our

customers and we will execute with a driven focus. I thank you

again and now turn it back to Ed for closing cOlluuenK

Edward Whitacre - Chairman and cno -SBC Communications
Inc.

Well, thank you very much, Stan. I know you have a lot of

questions, so I won't take much time here but let me quickly

recap some important points.

We do have a clear, focused plan at SBC and we're beginning

to deliver good resLllt~. We do have a proven record ofexecution

in DSL, long-distance, wireless. And in cost management, we're

executing at a high level at SEC and you can rest assured we

will keep that intensity high.

Third, SBC has substantial opportunities ahead. Long-distance

in the Midwest, the large business space, SEC dish, Cingular

and in DSL where we think we've just scratched the surface.

There is a lot of opportunity ahead for SBC. Plus, at SBC, we

have a strong balance sheet and we have the financial strength

to execute our major initiatives and return value to our owners.

I have a lot of confidence in our ability to get that done.

Looking ahead to 2004, you can expect two things from SBC.

Strong effective marketplace execution and disciplined cost

management. Weare confident as we move forward, we will

see revenue trends stabilize leading to positive year-aver-year

growth by the end of next year; that includes the results from

Cingular.

We expect DSL net adds to continue to ramp. We expect

consumer retail long-distance penetration of more than 40%

companywide by next year and we expect Midwest access lines

to trend with what we've seen in other regions.

Our marketing initiatives - our marketing initiatives are going

to continue to have an impact in margins in the near term. With

progress on access lines and revenue and with continuous

improvement all the cost side of our business, by the end of

next year we know margins will stabilize.

You can expect us to be very disciplined on cap ex. 2004 is now

targeted at $5 billion. And you can expect that we will put a

premiulll on returning value to our shareowners. Again, we

have good opportunities ahead at SEC. We're executing at a

high level and I'm very confident in our ability to deliver to our

sh:lreowners.

With that, I'd like to ask, not only our presenters, but the rest

ofthe senior management team~ at SBC to come on up, Randall,

all of you come on up. This is not in the script but since we're

going to answer any question about SBC, you should see the

senior management team and we do have the best management

tearn,

Stan Sigmlln - Prcsidmt and C]]O - Cingrdar Wireless

All of us are available for Q&A and so, we're ready for the first

question.

Yes.
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Unidentified Participant

This is a question for Ray and, I guess, aho to an extent Randall.

Ray, you did a good job ofsegmenting the business market for

us and clearly the biggest dollar opportunity for you is the large

business segment and that's even just looking at the business

who are largely based or up to 50% based in region in terms of

where their footprint is or where their premises are.

I wonder if you could talk a bit to your ability to be

cost-competitive, because on the one hand for large business,

clearly you have an advantage in region from a cost of goods

sold point of view. You have ubiquitous last mile access but as

you go out of region there's something of a disadvantage as you

have to buy last mile access from others?

And also, I wonder how the cost equation works, particularly

in terms of service and support competing against the who've

got very big in the scale in the large business market? And, I

guess, the bottom line is, if we look at the I X C (ph) 's you

know, they're achieving what - you know, by SBC st."mdards,

would not be particularly good margins at the 15 to 25% level

roughly on an EBlTDA basis.

You know, can you compete and, if anything, get above that

margin level which, I guess, again from Randall's point ofview,

isn't the sort offigure ideally you'd be aiming for?

Rayford Wilkins - Group President - Marketing and Sales - SBC
Commrmications Inc.

Well, I think you almost answered your own question. When

you look at it overall, the last mile or the presence at the local

level really determines a lot of the cost factors. When you start

looking at the long haul network, the incremental cost is very,

very small.

One ofthe reasons we're focusing on those customers that have

a lot of their locations in Oll[ territory is because as you look at

a combined network, both in region and out of region, we

believe that we have a cost advantage over AT&T, MCl and

others because they buy a lot of their local access from us and

or the other regional Bell companies.

A'i a result, we are having a focllsed approach towards the

enterprise marketplace. Once again, that doesn't mean that we

won't go after other opportunities and we'll be selective as we

do that but we know that, on those, we have a cost advantage.

On the long haul network, our cost'i really compare pretty

favorably with the carriers. We have to, ofcourse, become very

effective and efficient in acquiring local access out of region but

remember, we have switches right now in 30 regions out'iide

of our network.

So we believe, all in, we can be very price competitive and, in

£1ct, on a lot of the bid'i that I'm looking at right now and I see

a lot of them that go across all of the different regions, we are

being very cost competitive.

Unidentified Participant

OK.

Unidentified Participant

Edward Whitacre - Chairman al1d CEO - SBC Commrmications
111c.

Long question, long answer. Ye~, sir.

Unidentified Participant

Thanks, actually a question for Bill, 1 think. A'i you look at the

S V C (ph) 's review, wh<1t do you think the timing is ofsome

type of fin<11 decision from them? Then what do you think the

proce~~ is going to be to actl1<1lly - if you hypothetically say that

they do improve the methodology by which tel r e c (ph) is

C<11clllated, to <1ctually turning that into a positive impact on

wholesale prices?

Bill Daley - President - SBC COll1l11rmications

Our best guess is probably somewhere around nine months. So

we're talking late Spring of'04 and then we would expect an

aggressive program at the State level to get the States to then

respond and COUle up with some rates that are realistic

considering the changes they'll make.

We do have some States moving forward right now on un i

(ph) prices and we expect there to be some success on a few of

those. Bllt I think nine months is probably a realistic date and

then after that within six months we should see some State action

released.

.•
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Unidentified Participant

Fair enough.

Edward Whitacre - Chairman and CEO ~ SBC Communications
Inc.

Yes, sir.

Unidentified Participant

Thanks. One for Ray and one for Randall. Ray, can you talk

a litde bit about the video strategy? How aggressive you plan

on being on marketing and, kind of, what your target might be

a couple of years from now in terms ofsubscribero?

And, Randall, Ed was kind enough to give us the, kind of,

hurdle that revenues will start to grow again by the end of next

year. Can you talk a litde bit about earnings, when you think

that might be able to start growing again?

Rayford Wilkins - Group President - Marketing and Sales - SBC
Communications Inc.

Well, in term.'i of -

Edward Whitacre - Chairman and CEO - SBC Commtmimtjons
Inc.

He can't talk about that. But he'll talk about it. Go ahead,

RandalL

Randall Stephenson - CFO - SBC Commtmications

He'll talk about the other one, I won't talk about it. In tenm of

SEC dish, we're rolling it out through all ofour States initially.

We think that we're going to be very, very successful. I'm not

going to release actual targeted numbers. I have them. In ['lct,

Ed and I have talked quite a bit about them and he said the

bigger the better is what he told me.

But I really believe that we're going to be very successful with

SEC dish but I'm not releasing any targeted numbers right now

in terms of overall growth.

Rayford Wilkins - GrollI' President - Marketinl! and Sales· SBC
Comtnlmications Inc.

In term;; of earnings guidance or earnings forecasts, obviously

we don't give earnings forecast'i at all. We have some ofthe best

and brightest analysts in the country in here and I think based

on the historical trend, ofwhat we've given you, somebody as

smart as you, Tim, would probably do a good job at that.

But we do expect margins to stabilize though towards next year.

You know, the preponderance of our margin pressure is not

pricing. Our margins·pressures are coming from access line losses

and the lion's share of the access line losses are Midwest and

you've seen what you ought to be able to expect as we penetrate

long-distance in the Midwest. So as you slow down access line

losses, margins should stabilize toward, the end of year, next

year.

Edward Whitacre - Chairman and cno - SBC Commrmications
Inc.

Yes. Up there. Yeah.

Mike Coffee - Managin,,? Director oj Investor Relations - SBC
COll1ll1lmications Inc.

OK. We have 3 question in the balcony.

Unidentified Participant

Ray, ['m going to question on DSL. You indicated th3t about

50'Xl of your lines - or over 50% of yom lines can achieve 4 to

6 megs, and a couple of questions in that respect.

First of311, are they concentrated enough so that you can actually

target market to those customers or are they sC3ttered because

of distance from the CO difficult?

Second, when will that kind of speed be relevant, really, to a

business plan? And, third, what are you expecting as it relates

to cable companies cutting price and when this will, sort of,

come into play. What's embedded in your business plan in that

respect?

Rayford Wilkins - Group President - l\Jfarketing and Sales - SBC
COll1l11rmjclltions Inc.

OK. Let me begin with your first question. They are

concentrated enough. They're ;jllunder eight k i 10 fee t (ph)
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from the Central Office. We know where they are. We have

demographics associated with those. Also, there is the ability to

go at the R T and really begin to deliver even higher speeds

even past the R T. So we have roughly 50% of our customers

right now who can get that four to six megabits and it really

becomes relevant when applications really drive the need for

increased speed.

We do sell a lot of speed tiers right now, as we call them,

particularly in the business segment where you have applications

that really require that type ofbandwidth. But down market in

the consumer and mass market areas, those applications really

don't exist right now.

Most applications and or servers are at about one and a half

megs. So, we are ready and poised as those applications develop.

And if you go and look at some of the European areas and if

you look at the Asian community, they have some applications

now that are beginning to require those speeds.

So we are poised and ready to deliver those when those

application~ develop. What was his other question? Oh, price

compression from cable company.

Right now, we're not seeing much movement other than

Comcast. They've got a couple ofsmall switching offers at lower

speed leveh, 76H kilobit~ and below. We believe that the value

proposition we've put in the marketplace at $20.95, 1.5 megs

for our package - packages right now is a much better value and

right now we're not seeing any trail off at all in our sales.

So we feel very optimistic that we can compete with the cable

companies. But if and when the need arises, we will compete

and we will be the broadband leader.

Edward Whitacre ~ Chairman and CEO - SBC COI/1/l1lmications
Inc.

In the interest~ofmaking that maybe more dear, the engineering

strategy in the Midwest and California call for more central

offices and less distribution plan. So, in those cases, in those two

companies, it's more concentrated and we're able to coral a little

better than Somhwest which tends to have longer loops. But

the answer to your question is exactly what Ray said and that

is, we do have a handle on it and can reach it with those kind

ofspeeds.

Yes.

Unidentified Participant

Randall, a couple ofquestions. John had talked about achieving

cost reductions ofabout 1.3 billion annually by the end of2006,

can you comment on what costs would need to be incurred to

get at those kind of savings or, alternatively, what kind of

payback you'd be looking at.

And, secondly, on pensions, that would obviously be embedded

within your margin trend comment, can you give us an idea of

what assumptions you're looking at?

Randall Stephenson - cr:o - SBC Com'l1Imications

Yeah. The first one, in terms ofwhat kind of investment's going

to be required to get the 1.3 billion, there are going to be some

capital costs incurred. They're more in John Stenky's

organization. It's IT type development to make most of that

happen. Some severance, although not significant amount~ of

severance. We think we'll be able to do most of this ...vith

attrition.

And so, bottom line, yOLl know, we're looking at spending 5
billion this year, 5 billion next year, inherent in those capital

llumbers are the cost~ reqLlired to do these initiatives. So it's not

significant enoLlgh that it's going to move our capital forecasting

by mLlch.

In terms of the pension and retiree medical costs for next year,

we're not looking at significant pressure going into next year.

1'1lL not going to give assumptions in tenns of what's behind

those but, at this stage, given what we've got behind us this year,

it doesn't look like we're going to have significant pressure from

those lines going into next year.

Unidentified Participant

OK.

Edward Whitacre - Chairman and CEO - SBC Commrmications

Inc.

Any other qLlestions? Yes. It's hard to see who that is; is that

yOLl, Richard?

Unidentified Participant

Yes, you've got it.
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Edward Whitacre - Chairman and CEO - SBC Communications

Inc.

OK

Unidentified Participant

I understand what you were saying about the opportunity for
linking up wireline and wireless but I was wondering if you

could touch. or anyone on the stage really, could touch on the

issue - kind ofsome expectation on how much you see wireless

substitution accelerating going into next year assuming wireline

to wireless number portability expands?

I don't know if there's any easy answer to that.

Unidentified Participant

There isn't an easy answer and I probably can talk about that as

well as anybody. It's going to continue to accelerate. There will

be substitution of "vireline for wireless. We don't know. It's

probably 7% or H% now. It's hard to know. How much higher

it goes, I don't know but, you know, wireline's not going away.

I personally think it's not going as high as you might be led to

believe by reading.

I do think there are tremendous opportunities, as Stan explained,

between the wireline and the wireless companies but [ don't

know what the percent goes to next year. [ don't know how

quickly that goes. Fast forward certainly helps. Other things help

but we're convinced it'll continue to grow. We don't know

what that number is.

Edward Whitacre - Chairman and CEO - SBC Communications

Inc.

Yes.

Mike Coffee - Managing Director if Investor Relations - sac
Communications Inc.

Mr. Whitacre. we have a question in the back of the room.

Edward Whitacre - Chairman and CEO - SBC Commrmications

Inc.

OK.

Unidentified Participant

Thanks, Ed. We touched a little bit on cable telephony but just

to dig a little bit further into it, obviously Cox ha.~ proven they

can take share with the circuit switch offer it has now and, you

know, they've talked about voice over [P, maybe that being an

impact for you maybe in '05.

['mjust curious, you know, you're looking for lines - trend~ to

improve late next year, how big a threat do you view that right

now and how aggressive do you need to be today in response

to that anticipation of it?

Edward Whitacre - Chairman and eno - SBe Communications

Inc.

Well, [ think we need to be vigilant. [ think we know we're

going to lose lines to other technologies but we're al~o very

aggressively looking at voiceover IP, utilizing it. What we're

after, I'm sure it's no secret to you, is market share and attractive

prices. Thinks that enhance our services to our customers.

But we have to be very vigilant about that. We have to be

prepared to meet them in the marketplace. Are they going to

take some share? You bet. Are we going to take some? Yeah.

we're going to take some back from them too.

So we just have to be all over that and we are. For est

Mill e r (ph) is spending a great deal of time on that effort and

so all [ can say is we're on top ofthat. We know - as you know,

there are a lot of regulatory questions, maybe even legislative

questions around some of these technologies. But given the past

track record. you can't rely on that so we have to be ready to

go and we're trying to get oUP.ielves in that position. [t's - it's

who get~ the consumer or who get, the customer and that's

what we're focmed on with bundles. with prices, with all that

kind of stLlfi~ Yes.

Unidentified Participant

Two quick questions for Mr. Whitacre on the video product.

There's been some discussion abollt your price point for the

triple play being $100 for voice video and data; does that seem

reasonable? And then, second, in tenm of prioritizing markets

with the video product, is the idea to go after areas where you've

suffered the most losses like in San Diego or is it really a blanket

strategy across your entire footprint? You know, kind of

inoculate yourself from the next round of competition.
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Edward Whitacre - Chairman and CEO - SBC COll1mrmicalions
Inc.

I think both of those make sense, but Ray want~ to add to it.

Ray.

Rayford Wilkins - Group President - Marketing and Sales - SBC
Communications Inc.

Well, right now because I want to hit the marketplace pretty

hard but let me assure you, we're going to be pretty aggressive

when we roll out the SBC dish product. Yes, we will go into

San Diego very hard but we'll go other phces as well. It won't

be just a total blanket strategy but it will be one really t..'lrgeted

toward~ picking up as much market share as we can in the

shortest amount of time frame. We really plan to hit the market

pretty hard with overall SBC dish.

Edward Whitacre - Chairman and CEO - SBC Communications
Inc.

Yes.

Unidentified Participant

Thanks. First a question for Ray. [ was wondering if you could

talk about the methodology that you used to calculate the

improvement in chum on the different bundles? And can yOll

talk about the potential risk to the analysis since the bundling is

still so young for a lot of your customers that the denominator

is growing really fast but the numerator, which is the

disconnects, haven't had a chance to catch up.

And then secondly, forJohn on cost cutting, it sOllnd~ like you're

pretty far out of the gate in starting this process and I'm

wondering if you could talk about how much of the savings

will flow through the P&L over the next couple ofyears before

you get to the finish line which is the 1.3 billion?

Rayford Wilkins - Group President - iWarketing and Sales - SBC
Commtmicatiol1s Inc.

OK. If you look at the in service life expect..'lncy, we've been

tracking that for a number of years. We know what our initial

bundles are, we know what they are in long distance. We've

had long distance in Southwest for three years and we've had

DSL for over three years.

But while they are new, really churn has been analyzed and

looked at with in service life for at least a three year period. So

it's not quite as short as you might expect. What we do know

is that as we add additional item.~ to the bundle, that chum goes

down and we can measure it very scientifically.

So we know exactly what the in service life is from one product

to the next product and with multiple bundles.

------------------~~~.~._------------_._----

John Atterbury 111- GraHp President -- Operations - SBC

The average payback period on the majority of our project~ is

between two, two and a halfyears. And we started a lot of these

project~ in the latter part of2002 and, for example, in 2003 we

saved about as much of expense in 2003 as we spent on the

project';. But we won't get the full benefit until 2006 for the

most part. Two a.nd a half years on these project~.

Edward Whitacre - Chairman and CEO - SBC Commrmications
Inc.

OK. Over here.

Unidentified Participant

Hi. Number one, would you take a look at MCI at the right

price once it comes out of bankruptcy? Had to ask that, sorry.

Number two is, the guys outside are saying that you're going

to offer a voiceover iP product out of region, won't that anger

your Cingular joint venture partner in the Southeast?

Edward Whitacre - Chairman and CEO - SBC Communications
Inc.

Well, for your first question about Mel, we're focused on

growing our business. We think we have a good strategy and

we are going to focus organically or what we told you about

today. We're going to grow our company organically.

Secondly, I've forgotten what it was. Something about Cingular;

what was it?

Unidentified Participant

Apparently you're going to be offering a voice over IP product

out of region; won't that anger perhaps Bell South and -
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Edward Whitacre - Chairman and cno - SBC COIl1fntmications
Inc.

Well, absolutely it will. And juse like if they come in it's going

to anger us. Of course, the answer to that is, yes, but it's a

non-issue since we have a good partnership and it's not

happening. Impossible to speculate on things that don'e happen.

It's kind of a curt amwer wasn't it but I don't know how to

amwer that any differently.

Yes, Bill.

Unidentified Participant

I have a question for Stan that's somewhat similar. You've made

a powerful case as to how you combine wireline and wireless

in each of the territories for residential wireless customers; how

do you see approaching the business customers and linking that

with the various parent wireline ?

Stan Sigmun - Presidenr and CEO - Cingular Wireless

First ofall, thanks. I'm glad you asked me that question.

Edward Whitacre - Chairman and CEO - SEC Communications
Inc.

Give him the microphone.

Stan Sigmun - President and CEO - Cin,f?'ilar Wireless

I'm glad you asked that question became I would hoping you'd

ask a question; that's the first time l've ever seen you out of a

bow-tie. A~ [ tried to mention in the slide, the B-to-B channel

or the B-to-B market, small business all the way up to the

enterprise, there's a tremendous opportunity for Cingular because

we don't have a presence there.

We're basically, by and large, and Ray showed it on his graph

in the total revenue opportunity where Cingular is, we're a

conmmer m.arket. And we haven't gotten traction in the business

market because we've been guilty of trying to force business and

enterprise into consumer distribution channels, consumer rate

plans, consumer operational support systems. We get it. We're

fIxing that.

We're aligning ourselves with a relationship with Ray and his

distribution channel has with those account~ and number

port1bility brings opportunity for us in that regard because the

number is really important to those customers.

And to give up that number and come over to another carrier,

we had to create the reasons. So, we've got to create the system.~

and the price point~ and the product" and operations. And we've

got to leverage off the relatioll$hip that Ray and his channel

already had. Does that all$wer your question, Bill? No?

Bill Daley - President - SBC Communications

Unidentified Participant

Bill, let me take a stab at that ...

Unidentified Participant

Get the microphone.

Unidentified Participant

One of the things that we're looking at right now as we approach

the large business segment is to really take the lead in terms of

blinging Cingular in more than we have in the past.

There are a couple oCkey things that are going on in the business

marketplace right now I talked about a little bit earlier,

convergence. A~ you put all of those features on a. converged

network and as the demonstration shows out there -- you can

do thing.> like follow-me type services that allows a single

number for that particular individual in that enterprise to go

anywhere they are and they can actually be followed based on

the voice-over IP technology.

The next thing that we'll do is we'll have what we call the single

mark. A single, minimum anllual revenue commitment that will

also include CingulaI' spin as part of that overall discollnt that

that enterprise could have by doing business with SPC versus

some other company. So, there are several different ways we

can link it up.

Unidentified Participant

We're going to try to be very close with Cingular and our sales

force, Bill, in the business enterprise arena.
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Mike Coffee - Managing Director of Investor Relations - SBC

Communications Inc.

Mr. Whitlcre?

Edward Whitacre· Chairman and CEO - SBC Communications

Inc.

Yes?

Mike Coffee· i\.1ana,C[ing Director of Investor Relations - SBC

Communications Inc.

Mr. Whitacre, we have a question in the balcony.

Edward Whitacre - Chairman and CEO - SBC Comlnlwications

Inc.

OK.

Unidentified Participant

Thank you. I wanted to ask you a question about fiber to the

home. I wanted to get your thoughts on whether you're a

proponent ofan overlay versus a new build? Whether yOLl plan

to roll out fiber to the homes -- to either the home or to the

neighborhood?

And then, what would be the applications you have in mind to

justify the cost ofbuilding out the fiber?

Edward Whitacre - Chairman and CEO - SBC COlnlnunimtions

Inc.

Well, that's a multi-part question and I'll try and then people

can chime in. We don't see the economics of putting fiber all

the way to the home at this point in time. But we clearly are

extending fiber in our network.

We don't want to tear up everybody's driveway, street, alley

and there are still some regulatory uncertainties. For example,

as you know, broadband in a green field situation is supposed

to be unregulated.

But there is a question --Jim, correct me if['m wrong -- under

the 271 portion whether we have to provide a path to the house

or not. So, even under 251 it's not required. It's a question of

under 271, we may still have to provide those who want a

provide a. competitor to the house.

So, we don't know the answer to that question. That being

uncertl.in, that certainly would deter you from making any

further investment. The services -- so, we're pu tting fiber further

out, much further out. The justification of that, of course, is

higher speed DSL type services, broadband, video -- be it

switched or broadcast -- all those types ofservices would be the

justification for that.

Unidentified Participant

[n a flat capital spending environment, could you let us know

what your priorities are going to be for outside plant versus

Legacy systems versus next generation IP systems?

Edward Whitacre - Clwirman and CEO - SBC Communications

Inc.

Well, Mr. Stallky over there who mllS IP is going to get a big

chunk of it as we cOllsolidate centers and try to have common

suites of systems to give our customers better service. In our

core business we're going to maintain essentially what we have.

And those needs are aboLlt like they've been in the past, right?

Unidentified Participant

About that, yes.

Edward Whitacre - Chairman and CEO· SBC Commrmications

Inc.

Not significantly different than maintl.ining our core network.

And the remainder is scattered over voice over IP projects, those

sons of things.

Yes?

Unidentified Participant

A question for Stan and perhaps RandalL To what extent or

what chance is there that LNP would be disruptive enough so

that you can actually see some of the consolidation that we've

all been talking about for the last four or five years? Thanks.

------------------------------------------------------------r---------------------------------1--------------------------------------------------------B::::*::::::::::::::
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Stan Sigmun - President and CEO - Cingular Wireless

Well, [ cannot g aug e (Ph) it. LNP is not going to be good

for the ~ndustry. It's not going to be good for any carrier in the

industry short term. A~ all ofyouall know, there's not a carrier

in the industry that's earning its cost to capital. Cingular is best

in class in that.

And so, this is going to be taking cash and giving it to the

consumers. h's a good thing for the consumers, but it's not good

for the industry and it just makes a weak industry weaker.

There's no doubt about it.

Unidentified Participant

This question is ...

Edward Whitacre - Chairman and CEO - SBC COf/l1/1/mications
Inc.

He's had his hand up a long time.

Unidentified Participant

And it's an easy question.

Edward Whitacre - Chairman and CEO - SBC Commllnications
Inc.

Oh, good.

Unidentified Participant

ForJohn -- because it's a math question. John, I was looking at

the 1.3 billion you had built up in savings for 2003 or by 2000.

And I was kind of flipping back at what the component'i were

and I had -- I just want to make sure I've got this right.

I've got 550 million of that coming from productivity. Mainly

from service tax and central offices and so forth. And then there

was another 417 in non-wage it looked like. When I added up

all those litde pieces yOll had in your chart.

And then that leaves like about 333 million or so ofsomething

else. Could you let me know if I've got that right first, one?

And then two, is there another 333 ofsomething that I need to

know?

John Atterbury III - Croup President _. Operations - SBC

Well, you're not exacdy right, OK? First ofall, the 1.3 was both

expense and capital. Clearly, the majority is expense. The 550

is in the 1.3, but I didn't talk about all the other things.

[mean, the call center consolidation can fit into part of that 550

as well, OK? Because some ofthose metrics measure call centers.

Those best in class metrics. So, I didn't talk about the, you know,

like five or six cases out of maybe 100. But when you add up

all that 100, that's what the 1.3 billion is. But the 550 is in the

1.3.

The 417? That's short term. No. No, no, no.

._----_..-_._---------------------------_.-------------------------_.----._...,----

Unidentified Participant

John Atterbury III - Crorlp President -- Operations - SBC

Yes, yes, yes. I'm sorry.

Unidentified Participant

OK. Yes, sir? He didn't want you to have the Mic. There.

Unidentified Participant

This is a question for Stan. Stan, if [ remember correctly from

your Monday pre~entation, you ~aid that churn among your

GSM customers is higher than the T D M A (ph). And l'mjust

kind of curious if that is -- it's not true? Oh, OK.

Stan Sigmull - President and CEO - Cingrdar Wireless

I don't recall saying that and if [ said that, that would be -- I

don't know where I would have said that from. I don't recall

saying that.

Chum from our GSM customers is higher than our T D M A

(ph) customers? [ don't think thatls true. Yes?

Unidentified Participant

OK.
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Unidentified Participant

Unidentified Participant

This qu'estion is for Mr. Signwn. I was wondering if you could

tell me, what is the average length of time remaining on your

wireless customer's contracts? Ifyou can't be specific, could you

at least say whether it's more or less than a year?

Stan Sigmun - President and CEO - CinSlllar Wireless

It's more than a year. A~ I mentioned it in my presentation, we

have 70% of our Sllbscribers under contract. Most of them are

on a two year contract. I can't be more specific than that right

now.

Unidentified Participant

Yes?

Unidentified Participant

Yes, this question is for Ray. I'm trying to get a handle on the

conmUler market. You know, you talked about your own chum

there. Do you have any intelligence on what your competitor

chum is? Particularly AT&T and Mel?

And I guess, secondarily, can you talk abollt gross losses or gross

losses going down in addition to net losses? Thanks.

Rayford Wilkins - Crollp President - Marketin{.t and Sales - SBC
Commllnications Inc.

Sure. If you look, first of all, at our competitors churn I don't

have their actual statistics. I'm trying to drive it up higher than

it is right now. And I can tell you that our win back rates have

increased substantially, particularly in the Southwest and West.

Let's take the West, for example. In the first quarter our win

back rates there were 3H%. We're now hitting at 66% win back

rates. That means they've got to be going up substantially.

Southwest went from about 66% in the first quarter to H6% in

the third quarter.

So, I don't know what their churn rates are, but whatever they

are, they're going up. And my job is to nuke them go up f.1ster.

That's a good answer. That's a good answer!

Rayford Wilkins - Crol<]J President - l\.1arketing and Sales· SBC
Commffnications Inc.

Now, what was the second -- you had another question?

Unidentified Participant

Rayford Wilkins - CrolJjJ President - Marketil1<f! and Sales - SBC
Comll1fll1ications Inc.

Oh, h'fOSS competitive losses are going down. We do measure

that and that's one ofthe ways we look at our win backs. I don't

have the percentages. We only release the net, because that's

usually what everybody looks at. But I can tell you, they have

dropped substantially.

A~ we enter into long distance in every one of the space, you

can see a precipitous drop immediately in those particular losses.

Now, that doesn't mean we still don't have losses, but that's one

of the ways we really drive up the win back rates. In other

words, we're more etfective on the win back and we're losing

fewer lines.

Unidentified Participant

Thank you. You mentioned that you expect margin stability by

the end ofnext year. And what ['m curious about is, since there's

been compression of, you know, 4% or 5% over those past few

quarters, once you get to the end of next year, what lines of

your business, then, do you expect might be able to add

incremental m.<1fgins to bring you back up into the upper 30's?

Or are we just relegated to seeing mid-30's, low 30's EBITDA
• ;>margllls.

And then second question, with wire line or 100% wire line

porting now coming into play, can you give uS an idea of how

to look at the expense or increment..1l cost of that and whether

that's imbedded in your 2004 expenses as ofyet?
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Edward Whitacre· Chairman and CEO· SBC Communications
Inc.

Randall, do you want to try?

Randall Stephenson - CPO - SBC Commtmications

In tenns of the margins, I mean, you've seen the margins

gradually work their way down. The objective is to st.'1bilize

access line losses. And you saw Ray's chart about what the

opportunity is in the Midwest. The one thing that would cause

margins to expand would be if you actually started taking lines

back. We'll see.

I mean, we'll have to see if we Call actually expand, you know,

or increase penetration on acceSS lines and cause margim to

expand. The new services we're going into -- very specific:1lly

the high end business and medium end business -- those are just

inherendy lower margin business than we've traditionally been

in.

The difference is, they're very low capital intensity businesses.

So, the lower margins are, you know, actually, [rlTl~ good with

that. They require less capital, slightly lower margins. That will

probably keep margins, you know, at a stable range. Not

necessarily expanding as we get into next year, but st.'1bilizing.

And it's just lower capital intensity business.

Edward Whitacre - Chairman and CEO - SBC Communications
Inc.

I might add to that. We've been hit harder than the other

companies on these Un i - P (Ph) rates. And we thoroughly

believe there's some upward opportunity on those u n i - rat e s

(ph) in the next few months because we've had lower rates than

any other company. So, we've probably lost more due to that,

but we have more opportunity conting back to gain those, right?

And have some expansion -- uwltiple expansion -- margin

expansion.

Unidentified Participant

In tenns of the wireless LNP impact, [ think, Stan, you're

spending pretty hot right now trying to basically prepare for

wireless number portability. You're not going to see those costs

probably come down in Q4, but I'd say they're probably

embedded in there for the next couple quarters.

Unidentified Participant

Stan Sigmun - President and CEO - Cingrdar Wireless

Wire line portability?

Edward Whitacre - Chairman and cno -SBC Communications

Inc.

Wire line to ...

Stan Sigmull - President and cno . Cingrilar Wireless

There are no significant incremental costs associated with wire

line number portability. I mean, we've been porting numbers

on the wire line side for a few years. And it's no inherently

different to do it wireless than it is wire line.

Edward Whitacre· Chairman and cno -SBC COlnlnunications

Inc.

Right.

Stan Sigmnn - President and CEO - Cin,,?ular Wireless

Is that your question?

Unidentified Participant

Yes.

Mike Coffee - Managin,,? Director of Investor Relations - SBC

Comm/lnications Inc.

Mr. Whitacre, we have time for one more question.

Edward Whitacre - Chainnan and cno -SBC Communications

Inc.

OK.

Unidentified Participant

I didn't want to steal the last one with a second question, but I

guess. Randall, if your revenue trends and margin trends -- it
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sound.. like not just for 2004, but for long term -- is so

dependent on access lines, your showing 4% line declines over

the past several quarters as has the rest of the industry.

%ere do you expect that to trend long teml? Can you get that

back and flatten it out over time?

Edward Whitacre· Chairman and CJ]O - SBC Commrmications
Inc.

You saw a chart on that earlier, didn't you? How it's trending

back to zero? I know you were watching that! Boy, I sure was.

Go ahead, RandalL

Randall Stephenson - CPO - SBC Communications

Tome r would not -- I would argue the main driver ofrevenues

going forward is not necessarily aCcess line. It's a big driver, bur

the main driver over the next couple of years are going to be

these business initiatives th.lt you heard Ray talk about today.

Those are big revenue opportunities. And those will be the areas

that have the biggest lift on revenue -- as well as DSL.

So, you know, access lines. Will they continue to trend down

at 4%? I don't think so. A lot of that is economic driven right

now and if you get into a vibrant economy, housing start~, et

cetera, I do expect access line trends to stabilize to something

better than down 4%.

Unidentified Participant

OK.

Edward Whitacre - Chairman and C.EO - SBC COll1l11rm;cat;ons
Inc.

Thank you for coming. We appreciate it. We'll stick around

here a little bit if you have more questions. Thanks again.
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